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THE GRADUATED TAXATION OF INCOMES 
AND INHERITANCES. 



BY WAYNE MAC VEAGH. 



It ought to be confessed, on the threshold of the discussion 
of this subject, that it is somewhat disconcerting for one who 
has for some years been proposing, with very indifferent suc- 
cess, a particular extension of the principles of taxation, to find 
that such extension has attained a sudden and wholly unexpected 
importance, having become in a single day a question justifying 
immediate and earnest consideration. 

For, whatever opinion may be entertained of the propriety 
or wisdom of President Koosevelt's recent expression in favor 
of graduated taxation, no sensible person can doubt that what 
he said to the Senators and Eepresentatives assembled before 
him on the occasion of the laying of the cornerstone of the new 
Congressional building at Washington at once removed the 
question of such taxation from the realm of academic discus- 
sion, and brought it into the domain of practical politics and 
legislative enactment. It is, therefore, a dictate of "saving 
common sense," for all who sincerely desire that such taxation 
should be kept within safe and conservative bounds, to look the 
question thus suddenly presented by the President calmly and 
quietly in the face, to confront without alarm any dangers it nr.y 
be supposed to bring in its train and to thresh thoroughly out 
the problems the proposition suggests. 

Such problems must finally be passed upon by the public 
opinion of the country; and it is indispensable that such opinion 
should be enlightened by a full and free discussion before it is 
called upon for a decision. It can be readily shown, if a proper 
effort is made to do so, that it is for the general public welfare, 
for the true welfare of every class in the community, that any 
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scheme of graduated taxation should be framed upon such a 
moderate basis as will leave room for the freest possible play 
and the fullest possible exercise of the energy, industry and 
ability of every American citizen, by offering, to bis praiseworthy 
ambition to acquire property, all such rewards in money as are 
compatible with even-handed justice to his fellows. He must 
not only be permitted, but encouraged, to labor for his own 
advantage, so long as his advantage is consistent with the advan- 
tage of the community, as honest thrift always is. 

It was, however, astonishing to observe that President Eoose- 
velt's mild words caused something resembling consternation, 
even in intelligent quarters. This attitude towards his sug- 
gestion is the more surprising because the writer of this article 
succeeded eight years ago in persuading the late Senator 
Wolcott of Colorado that graduated taxation was a beneficent 
form of imposing taxes, and in inducing him to propose such 
taxation of inheritances as part of the War Eevenue Act then 
pending in Congress. It was presented by him, accepted by both 
Houses, and approved by President McKinley on June 13th, 1898. 

As it was a tentative measure, its terms were purposely made 
very moderate; but it distinctly affirmed the principle of gradu- 
ated taxation by steadily increasing the rate to be levied as the 
amount of the inheritance increased. It was modelled in this 
respect upon the Act by which the Parliament of Great Britain 
had, four years before, imposed a graduated tax, but at a heavier 
rate, upon inheritances. This law remained in force for four 
years, and was only repealed with the other war taxes. 

It is hardly necessary to say that it had in the mean time been 
vigorously assailed as unconstitutional. Capitalists exhibit a 
singular stupidity in resisting every attempt to impose upon 
them their proper share of the public burdens; and, as they 
had succeeded in annulling the law imposing a very modest 
proportional tax upon their incomes, they assumed they would 
easily annul a law imposing a graduated tax upon their inherit- 
ances. Twenty leading members of the > bar appeared in the 
attack upon the law and only one in defence of it — the then 
Solicitor-General. The result was that the constitutionality of 
such method of taxation by Congress was conclusively estab- 
lished in a masterijy opinion by Mr. Justice White, in the 
course of which he used this suggestive language: 
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" The review which we have made exhibits the fact that taxes im- 
posed with reference to the ability of the person on whom the burden is 
placed to bear the same have been levied since the foundation of the 
Government. So, also, some authoritative thinkers and a number of 
economic writers contend that a progressive tax is more just and equal 
than a proportional one. In the absence of constitutional limitation, 
the question whether it is or is not is legislative and not judicial. The 
grave consequences which, it is asserted, must arise in the future, if the 
right to lay a progressive tax be recognized, involves in its ultimate 
aspect the mere assertion that free and representative government is a 
failure." 

This weight}' utterance is not only illuminating, as dispos- 
ing of all question as to the right of Congress to impose a sys- 
tem of graduated taxation, but its concluding words make a 
serious appeal to all American citizens who, so far from be- 
lieving that free and representative government is a failure, 
believe, with a faith which can never be shaken, that it is, with 
all its drawbacks, the best form of government ever vouchsafed 
to the children of men. They fully recognize that eternal vigi- 
lance is the price which must be paid for its blessings, — that 
all good citizens must become "practical politicians," some- 
times turning their backs upon what Lord Bacon calls "the 
idols of the market-place," ^nd turning their faces towards 
political meetings and the polling-booths. They must labor to 
make the public service a service pure and undefiled, worthy of 
the best efforts of the best men. When this is done, our form 
of government will abundantly justify itself. If the rich will 
honestly attend to their political duties, all will go well 

The question now under consideration ought to be, indeed 
must be, if private property is to be safe, discussed fully and 
thoroughly, and all classes of voters must be shown what are 
the proper bases of the graduated taxation of " surplus wealth," 
whether as income or as inheritance. There is no use in pre- 
tending that the proposal to establish such a system of taxation is 
of a radical, much less of a revolutionary, character, or in at- 
tempting to persuade the American electorate that it is a wicked 
attack upon private property to ask Congress to adopt a system 
of taxation which has been accepted by the most aristocratic 
and conservative legislative assemblage in the world — the House 
of Lords of Great Britain. After twelve years' experience of it, 
the graduated taxation of inheritances is now firmly established 
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as part of the permanent financial policy of the United King- 
dom. 

It is also an interesting coincidence that, while President 
Koosevelt limited himself, at least for the present, to the gradu- 
ated taxation of inheritances, Mr. Asquith, as Chancellor of the 
Exchequer, within a fortnight afterwards was telling the House 
of Commons that "the time has arrived for an inquiry into 
the practicability of a graduated tax upon incomes." Surely, if 
the time has arrived for the legislature of Great Britain, com- 
posed of King, Lords and Commons, to take the subject into con- 
sideration, it cannot be too early for our own Congress to do so; 
and it must be expected that, at its next session, bills will prob- 
ably be introduced imposing graduated taxes upon both incomes 
and inheritances, notwithstanding the decision by a divided 
court against the recent proportional income tax. It is, indeed, 
believed by many persons that, when the question is again pre- 
sented, an income tax will be upheld. If so, no time ought to be 
lost in endeavoring to impress upon the public mind the necessity 
of proper limits upon such taxation. 

But it will be utterly useless in any such discussion to pretend 
that there is anything new or startling in proposing, in the apt 
words of Mr. Justice White, to impose taxes "with reference 
to the ability of the person upon whom the burden is placed 
to bear the same," — that is, increasing the rate of taxation to 
keep pace with the wealth of the persons taxed. Indeed, it is a 
hundred and thirty years since Adam Smith announced that 
"the subjects of every State ought to contribute towards the 
support of its government as nearly as possible in proportion 
to their respective abilities " ; and John Stuart Mill, at a later 
day, declared with even greater emphasis : " Equality of taxa- 
tion, as a maxim of politics, means equality of sacrifice. It 
means the apportioning the contribution of each person towards 
the expenses of the government, so that he shall feel neither 
more nor less inconvenience from his share of the payment than 
every other person experiences from his." Professor Nicholson 
adds: "It is admitted that this standard cannot be completely 
realized; but it is thought to furnish a proper foundation for 
remission in some cases and for proportional increase of taxa- 
tion in others." Complete realization in political economy of 
any standard of abstract justice is still far to seek; but there 
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must be a reasonable and just basis for at least an approach to 

equality of sacrifice in the imposition of the taxes in question. 

The sociological question ought also to be freely discussed, — 
that is: Ought there to be a limit fixed beyond which, for the 
public welfare, the further accumulation of surplus wealth 
should be discouraged? If so, where should the limit be placed 
and the discouragement begin, and at what ratio should the dis- 
couragement proceed? And if there is to be such dis- 
couragement, is a system of graduated taxation the most 
effective and least objectionable method of applying it? The 
suggestions formerly made in reference to such a system 
were concerned with apportioning the inevitable burdens of 
taxation. These latter suggestions relate themselves to the wel- 
fare of society, and raise the question whether gigantic fortunes 
are in themselves, or in the methods of their acquisition, such 
serious obstacles to the contentment, the peace, and the healthy 
growth of the community as to call for their abatement We 
are to-day face to face with these grave and far-reaching prob- 
lems. It is impossible either to avoid them or to postpone 
them. All that is left for us is to discuss them and to en- 
deavor to settle them upon some sane and rational basis. It is 
equally futile and cowardly to pretend that they do not exist or 
that we need not bother ourselves about them. President Eoose- 
velt having " set the ball rolling," it will roll on until a solution 
is found, fairly satisfactory to the majority of the voters, — 
some workable basis of agreement between those who have good 
reason to be contented with their generous share of the common 
property of the nation and those who, perhaps, have as good 
reason to be discontented with their meagre share of it It is 
surely the part of wisdom and of patriotism to hasten the find- 
ing of such a workable basis of agreement — before it is too late. 

Wayne Mac Veagh. 



